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REPLY COMMENTS OF AT&T CORP.

AT&T Corp. (“AT&T”) respectfullysubmitsthis Reply to theComments

filed in responseto AT&T’s Petitionfor limited reconsiderationof theCommission’s

Lifeline and Link-Up Order.1

In its Petition,AT&T soughtto bifurcatethecertificationprocesssothat a

carriermaybe certifiedasanEligible TelecommunicationsCarrier (“ETC”) under

Section214(e)oftheAct, 47 U.S.C. § 214(e),solely forthepurposeofreceiving

Low IncomeSupporton behalfofthe Lifeline eligible customersit is alreadyserving,

without alsohavingto seekqualificationfor receiptofHigh CostSupport. AT&T

showedthatit is in thepublic interestfor federalLow IncomeSupportto bemade

availableto thebroadestsetofcarriersso thatthosecarriershaveanincentiveto market

theirLifeline servicesto eligible customers,therebyincreasingtelephonesubscribership

amonglow incomeconsumersandfurtheringtheoverridinggoalofuniversalservice.

Thecurrentpracticeof ETCcertification,underwhichthereis asingle certification,with
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thesamesetofrequirements,for bothLowIncomeSupportandHigh CostSupport,does

notprovidesuchanincentive.

As AT&T showed(Petitionat 3-4,6-8), in moststates,competitivelocal

exchangecarriers(“CLECs”), like AT&T, arerequiredby statelaw to provideLifeline

Serviceat belowcostratesasaconditionto localmarketentry. While thefederal

Lifeline/Link-Up programprovidesfor Low Incomesupportto compensatecarriersand

keepthemwhole, in implementingtheseprograms,manystatesimposeonerous

conditionsthat shouldnot be aprerequisitefor eligibility for Low IncomeSupport,but

arerelevantonly to High CostSupport. Becausethereis currentlyasinglecertification

for both,andcompliancewith stateETC requirementsis oftenso costly that it providesa

barrierto entry,AT&T (andotherCLECs)oftenprovidetherequiredLifeline service

without applyingfor ETCcertificationbecauseit is lessexpensiveto absorbthelosson

eachLifeline customer.This is harmful notonly to local competition,but to thegoalof

increasedsubscribershipbecauseif acarrieris providingserviceata lossto aclassof

customersthereis adisincentiveto marketservicesto thosecustomers.

AT&T showed(Petitionat 4) that becauseit providesLifeline customers

with thesamediscountedserviceasincumbentsprovideto theirLifeline customers,

Low IncomeSupport,shouldbe providedto AT&T andall carrierswho meetthebasic

statutoryrequirementsof Section214(e)oftheAct for ETC designation.Any additional

staterequirementsthatapplyasa conditionto receivingETC designationshouldbe

relevantonly to carriersseekingHigh CostSupport. AT&T urgedtheCommissionto

reconsiderits Lifeline Order, andto thefull extentof its authority, encourageor require

stateCommissionsto certify all carrierswho comply with Section214(e)with respectto
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Lifeline servicesaseligible to receiveLow IncomeSupport,regardlessof whetherthey

meettherequirementsfor High CostSupport.

Themajority ofcommentingpartiessupportthe modestandsensible

changeurgedby AT&T.2 Significantly, low incomeconsumers,thegroupsthatrepresent

them,andcarrierswho would like to servethemall agreethatseparateETCdesignation

for low incomesupportraisesno statutoryconcernsandis soundpolicy that will benefit

low incomeconsumersandfurtherthegoalsofuniversalservice.3Theseconsumers

recognizethat AT&T’s proposalwill promotecompetitiveneutralityandfairly

compensateCLECsfor thecostofservicethattheyprovideat adiscountto low income

consumers.

Predictably,only thecarrierswhobenefitfrom thecompetitiveadvantage

theyenjoyunderthecurrentsystem4andsomerural carriers,who raiseparochialand

unfoundedconcernsof supposedharmto theuniversalservicefund (“USF”) opposeany

change.5Relying on erroneousandcontrivedstatutoryandpolicy arguments,these

incumbentcarriersarguefor maintainingthestatusquo,which unfairlyandunnecessarily

raisesits competitors’costsand,evenmoreimportantly, depriveslow incomeconsumers

ofthebenefitsof vigorouscompetitionfor theirbusinessby non-incumbentcarriers.

2 A list of theCommentingpartieswith abbreviatedreferencesis includedhereinas

Attachment1.

3See,e.g.,AADP andSHHH, AFB, LULAC, TheWomen’sAlliance,TDI, NRHA,NCAI,
Telscape,TracFone.

4See,e.g., Verizon,USTA.

5See,e.g., NCTA, OklahomaRTCs,TDS Telecom,RIITA.
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Goodlaw andpublic policy clearlymilitate for adoptionof AT&T’s proposal,which will

benefit low incomeconsumersandposesno threatto theuniversalservicefund.

i. ThereIsNo StatutoryBarTo BifurcatingETCDesignation.

Theincumbentsandtheirindustryorganizationswhoarguefor thestatus

quo makethegeneralized,unfoundedassertionthattheAct prohibitsseparatedesignation

as an ETC for thepurposeof receivinglow incomesupport. In particular,theycite

Sections2 14(e)and254(e)of theAct assupposedlybarringtherelief AT&T seeks.

However,no partypointsto anyprovisionin eithersectionthat supportstheirclaim,and

thereis none.

Section254(e)statesthat:

“After the dateon which Commissionregulationsimplementing
this Sectiontakeeffect,only an eligible telecommunicationscarrier
designatedunderSection214(e)shallbe eligible to receivespecific
Federaluniversalservicesupport. A carrierthatreceivessuchsupport
shall usethat supportonly for theprovision,maintenance,andupgrading
of facilitiesandservicesfor whichthe supportis intended.Any such
supportshouldbe explicit andsufficient to achievethepurposesofthis
section.”

Not only doesSection254(e)notcontaintheprohibitionthatthesepartiesassert,but it

affirmativelyrecognizesthatadoptionof“regulationsimplementingthis Section”is

within theCommission’sdiscretion. All AT&T asksby its Petitionis thatthe

Commissionexercisethatdiscretionto makeaproceduralchangein thecertification

process.Theadoptionof sucha regulationor practiceis clearlywithin the Commission’s

authority. SeeSection254(e);seealso Section154(i)of theAct, 47 U.S.C. § 154(i),

grantingthe Commissiongeneralauthorityto “makesuchrulesandregulations,andissue

suchorders,not inconsistentwith this chapter,asmaybenecessaryin theexecutionofits

functions.”
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Nor doesSection2 14(e)presentanybar to separateETC designation.

Section2 14(e)provides,in pertinentpart:

(1)ELIGIBLE TELECOMMUNICATIONS CARRIERS.- A common
carrierdesignatedasan eligible telecommunicationscarrierunderparagraph(2)
or (3)shallbe eligible to receiveuniversalservicesupportin accordancewith
section254 andshall, throughoutthe serviceareafor whichthedesignationis
received—

(A) offer theservicesthat aresupportedby Federaluniversal
servicesupportmechanismsundersection254(c), eitherusing its own
facilities or acombinationof its own facilities andresaleof another
carrier’sservice(includingtheservicesofferedby anothereligible
telecommunicationscarrier);and

(B) advertisetheavailabilityofsuchservicesandthe charges
thereforeusingmediaofgeneraldistribution.

Section214(e)(2)grantsstatecommissionsauthorityto designateasan ETC acommon

carrierthat meetstherequirementsofparagraph1, andSection214(e)(3) addresses

designationofETCsfor unservedareas,which is notan issuehere.

Thereis thusnothingin Section2 14(e) that evenaddressesthe issueof

separatecertification,muchlessanyprovisionthatprohibits it, astheILECs claim. As

notedabove,theproceduraldetailsofimplementingthe certificationprocessareleft to

thediscretionoftheCommission,whichhaslong-sinceadoptedrulesaddressingthe

certificationprocess6andhasindisputableauthorityto modify thoserules.7

ii. SoundPolicy ConsiderationsFavorBifurcationOfETC Designation.

Contraryto theclaimsofthe incumbentcarriers,policy considerations

alsostronglyfavor adualETC certificationprocess.NTCA’s purportedconcerns(at4-5)

overthesustainabilityoftheUSF if limited ETC statusis grantedfor low incomesupport

6SeeSection54.201ofthe Commission’sRules,47 C.F.R.§ 54.201.

7SeeSections254(e)and154(i) oftheAct, 47 U.S.C. §~254(e)and154(i).
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areparochialandunfounded.Therecanbe no useofUSF fundsthatis moreclearly in

thepublic interestand in furtheranceofthe goalsofuniversalservicethanmaking

supportfunds availableto provideserviceto low incomeconsumerswhomight otherwise

notbeableto affordtelephoneserviceat all. As TracFonepointsout(at 7),

“Commission-compileddatademonstratethattheFederalLifeline programremains

significantly underutilized,”with anationalparticipationrateof only 33.7percentof

eligible households,andwith onestatehavingaparticipationrateaslow as6.6 percent.

A policy of separatecertificationcanonly serveto increaseparticipationandthereby

advancethegoalof increasinglow incomesubscribership,while havingno negative

impacton servicein high costareas.

Similarly, USTA’s claim (at 3-4) thatAT&T’s proposalwould allow

CLECsto “cherrypick low costLifeline customers”makesno sense.As AT&T’s

Petition(at 5-6)explained,thegoalofLifeline/Link-Up supportis to reducethepriceof

local servicefor low incomeconsumers,who mayberural orurban,high costor low

cost. Separatecertificationfor Lifeline supportwill further thisgoal, regardlessof

whetherserviceis providedin ahigh-costor low-costarea. If AT&T is certifiedonly for

Lifeline support,it will continueto serveits non-Lifelineeligible customersevenin

high-costareas,but it will not receivehighcostsupportunlessit is separatelycertifiedfor

thatpurpose.Nor is thereanymerit to USTA’s speculation(at 4) thatseparate

Low IncomeETC designation“might resultin incentivesfor carriersto avoidproviding

Lifeline servicewhile receivinghighcostsupport.” It is simplynot rationaleconomic

behaviorfor a carrierto declineto servesuchcustomerswhenLow Incomesupportwill

allow it to recoverits costsofprovidingdiscountedserviceto thosecustomers.
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At bottom,thefalsepremiseoftheseargumentsis thattheywould require

acarrierto commitsimultaneouslyto advancingboththegoalofmakingservicemore

affordablefor low incomeconsumersandthegoalofservingcustomersin high costareas

andprohibit carriersfrom advancingone goal if theychoosenot to (or cannot

economically)advancetheother. Thereis, however,no reasonto forcesucha choice

becausethesetwo goalsareadvancedby separateprogramsandeithercanbeadvanced

by itselfwithout detrimentto theotherprogram. And thatis preciselywhatAT&T’s

proposalwould do.

NTCA (at 2-4),USTA (at 3-4)andVerizon(at 2-3)alsoclaim that

AT&T’s proposalwouldsomehowallow it to avoidthestatutoryobligationsenumerated

in Sections254(e)and214(e),including theobligation“to providebasicserviceto all

customers”(Verizonat 3). This claim is simply wrong. AT&T’s Petition(at 4) made

clearthat it seeksseparateETCcertificationsonly for thosecarrierswho, like AT&T,

“comply with Section2 14(e) with respectto Lifeline serviceseligible to receive

Low IncomeSupport.” AT&T’s Petitionseeksno exemptionsfrom anyrequirementof

Sections2 14(e)or254(e),but simply separatedesignationasanETC for Lifeline support

for carrierswhosatisfyall applicablestatutoryrequirements.8

Andcontraryto Verizon’sassertion,AT&T will provideserviceto all

customersin AT&T’s servicearea,evenif thecustomerhappensto be locatedin ahigh

costarea.WhatAT&T’s Petitionseeks,is theright to receivelow incomesupportfor

customers,regardlessofwhetherit seekshigh costsupport. This requestshouldbe

grantedbecausethetwo mechanismsservedistinct andseparatepurposes;becauseit will

8 In the contextof AT&T’s Petition, theservicesupportedby FederalUniversalSupport

mechanismsis theLifeline/Link-Up serviceitself.
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advancethepolicy of universalservice,andbecausethereis nothing in theAct that

prohibitstheCommissionfrom making this distinctionin theETC certificationprocess.

Someparties(e.g., Verizonat 3) opposeseparatecertificationon grounds

thatit will supposedlyresultin “significant administrativeburdens”andadditionalcost.

This is aroutineobjectionto anyadministrativechangeby thosewith avestedinterestin

maintainingthestatusquo. No partyhasevenattemptedto describehowseparate

certificationwouldbemoredifficult thanthe currentpracticeor to quantifythesupposed

additionalcost. In all events,anypresumedburdenor costwould necessarilybemodest,

anda smallpriceto pay for theaddedsubscribershipthatwill resultif morecarriers

competefor thebusinessof low incomeconsumers,astheyarelikely to do.9

~Likewisewithout merit is NASUCA’s argument(at 6) thatthe Commissionshould
“openarulemakingon thedesignationof low incomeETCs.” This veryproceedingis a
rulemakingandtheCommissionhasbeforeit all the informationnecessaryto decidethis
issue. Contraryto NASUCA’s claim (at 8) thereareno “broad-rangingimplications”that
would warrantopeningyetanother“genericrulemakingproceeding,”andto do sowould
only resultin unnecessarydelay— whichmaywell be thepurposeof theproposal.
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CONCLUSION

Forthereasonsstatedabove,theCommissionshouldreconsiderits

Lifeline Order andstreamlineits rulesfor receivingfederalLifeline andLink-Up support

as requestedby AT&T.

RespectfullySubmitted,

AT&T Corp.

By: /s/ Mart Vaarsi
LeonardJ. Cali
LawrenceJ. Lafaro
Judy5db
Mart Vaarsi

Room3A215
OneAT&T Way
Bedminster,NJ 07921
(908)234-6519
(908)532-1281(facsimile)

October4, 2004
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COMMENTING PARTIES

AmericanAssociationofPeoplewith Disabilities(AADP)
andSelfHelp for theHardofHearing(SHHH)

AmericanFoundationfor theBlind (AFB)

LeagueofUnitedLatin AmericanCitizens(LULAC)

NationalAssociationof StateUtility ConsumerAdvocates(NASUCA)

NationalCongressof AmericanIndians(NCAI)

NationalRuralHealthAssociation(NRHA)

NationalTelecommunicationsAssociation(NTCA)

OklahomaRuralTelephoneCompanies(OklahomaRTCs)

Rural IowaIndependentTelephoneAssociation(RIITA)

Telecommunicationsfor theDeaf, Inc. (TDI)

TDS TelecommunicationsCorp. (TDS Telecom)

TelscapeCommunications,Inc. (Telscape)

TracfoneWireless,Inc. (TracFone)

UnitedStatesTelecommunicationsAssociation(USTA)

TheVerizonTelephoneCompanies(Verizon)

TheWomen’sAlliance



CERTIFICATE OF SERVICE

I herebycertify thaton this
4

th dayof October2004, I causedtrueand

correctcopiesoftheforegoingReplyCommentsofAT&T Corp. to beservedon all

partiesby first classmail, postageprepaidto theiraddresseslisted below.

!s/ Mart Vaarsi
Mart Vaarsi

AndrewJ.Imparato,President& CEO
AMERICANASSOCIATIONOFPEOPLE
WITHDISABILITIES
1629K Street,NW, Suite502
Washington,DC 20006

BrendaBattat,Senior,Directorof
PublicPolicy andDevelopment
SELFHELPFOR THEHARDOF
HEARING
7910WoodmountAvenue,Suite1200
Bethesda,MD 20814

Alan M. Dinsmore,Acting Director
GovernmentalRelationsDepartment
AMERICANFOUNDATION
FOR THEBLIND
820 First Street,NE, Suite400
Washington,DC 20002

BrentWilkes, ExecutiveDirector
LEAGUEOFLATINAMERICAN
CITIZENS
2000 1 Street,NW
Washington,DC 20036

DavidC. Bergmann
TerryL. Etter
AssistantConsumers’Counsel
NASUCATELECOMMUNICATIONS
COMMITTEE
NASUCA
8380 ColesvilleRoad,Suite 101
Silver Spring,MD 20910

NATIONALCONGRESSOFAMERICAN
INDIANS
1301 ConnecticutAve.,NW-Suite200
Washington,DC 20036

D. David Sniff, President
NATIONALRURALHEALTH
ASSOCIATION
1307Duke Street
Alexandria,VA 22314-3509

L. Marie Guilbory
DanielMitchell
NATIONALTELECOMMUNICATIONS
COOPERATIVEASSOCIATION
4121 Wilson Boulevard,

10
th Floor

Arlington, VA 22203

Mary KathrynKunc
Ron Comingdeer
KendallW. Parrish
Comingdeer,Lee& Gooch
6011 N. Robinson
OklahomaCity, OK 73118
Counselfor OKLAHOMARURAL
TELEPHONECOMPANIES



ThomasG. Fisher,Jr. Ann H. Rakestraw
Attorneyat Law
P0Box 12277
DesMoines, Iowa 50312
Attorneyfor RURALIOWAINDEPENDENT
TELEPHONEASSOCIATION

MaryNewcomerWilliams
Covington& Burling
1201 PennsylvaniaAvenue,NW
Washington,DC 20004-2401
Attorneyfor TDSTELECOM

ClaudeL Stout,ExecutiveDirector
TELECOMMUNICATIONSFOR THE
DEAF, INC.
8630 FentonStreet,Suite604
Silver Spring,MD 20910

JohnL. Clark
Goodin,Macbride,Squeri
Ritchie& Day,LLP
505 SansomeStreet,

9
th Floor

SanFrancisco,CA 94111
Attorneysfor TELSCAPE
COMMUNICATIONS,INC.

Mitchell F. Brecher
DebraMcGuireMercer
TRACFONEWIRELESS,INC.
GreenbergTraurig,LLP
800 ConnecticutAvenue,NW, Suite500
Washington,DC 20006

JamesW. Olson
IndraSehdevChalk
Michael T. McMenamin
RobinE. Tuttle
UNITEDSTATESTELECOM
ASSOCIATION
1401 H Street,NW, Suite600
Washington,DC 20005

EdwardShakin
VERIZON
1515NorthCourtHouseRoad,Suite500
Arlington, VA 22201

THE WOMEN’SALLIANCE
3745Northeast171 St.,- Suite62
Miami, FL 33160


